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Abstract 
The paper examines existing basic income proposals and estimates the costs of their implementation within the Czech Republic. 
The specific virtues and vices of a basic income guarantee compared to existing social security systems are discussed and the 
specific context of the Czech Republic considered. The paper provides elementary cost estimates of application of basic income 
schemes that were proposed originally for other European countries, Spain and Ireland. The cost of the present social security 
system as well as an extreme “libertarian” basic income scheme provide benchmarks for the preliminary evaluation of the financial 
feasibility of basic income for the Czech Republic. 
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1. Introduction 
The idea of basic income, an unconditional payment provided to all citizens, no longer belongs to the realm of 
utopian socialism. It is being discussed by people across the political spectrum as a possible solution to the present 
tensions within our societies. There are large networks of supporters of this idea like Basic Income Earth Network 
(BIEN) or U.S. Basic Income Guarantee Network (USBIG), a scientific journal Basic Income Studies dedicated to the 
topic, as well as public initiatives whose aim is to introduce basic income in European Union or Switzerland. So far, 
these initiatives have succeeded more in raising awareness of the basic income issue than in achieving any real political 
change. However, limited application of schemes close the basic income have been applied in diverse areas like 
Alaska, Brazil or even Namibia. Detailed analyses and proposals already exist for several other countries including 
Spain (Arcarons, Raventos, and Torrens 2014), Italy (Colombino and Narazani 2013), Finland (Honkanen 2014), or 
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the United States (Yunker 2013). The aim of this paper is to provide a preliminary cost estimate of several basic income 
schemes for the case of the Czech Republic and compare the expenditures on a basic income measure with the welfare 
expenditures already in place. We want to provide some basic predictions of the possible impacts and grounds for 
further research. 
1.1. What is Basic Income? 
Basic income (also called universal basic income, emancipatory unconditional basic income, or citizen’s income) 
is defined as an unconditional, nonwithdrawable income paid by government or some other public institution to every 
individual citizen or resident. The proposed sum of money grant is independent on individual wealth, not subjected to 
work requirement, nor some particular household structure. Every person could count on this non-taxable regular 
income representing a material base which is available to every individual independent of which life choices he or she 
makes. Citizens receiving basic income can simultaneously earn money in jobs or, at least with some proposals of 
basic income schemes, receive other benefits.  
European Citizens’ Initiative for an Unconditional Basic Income (basicincome2013.eu) uses four characteristics in 
its definition of the proposed measure which encompasses all the particular schemes for the basic income. According 
to this definition, the basic income is: 
1)   Universal; every citizen regardless of his or her origin, age, residence, or profession would have a legal claim 
to BI. 
2)   Individual; basic income is paid to individual citizens – each person has a right to receive basic income without 
any limitation due to his or her marital status, number of household’s members etc. 
3)   Unconditional; basic income is to be considered a fundamental right that belongs to everybody no matter what. 
4)   Sufficiently high; amount of basic income should guarantee the standard of life which would suffice to satisfy 
the basic human needs in compliance with social, economic and cultural standards in the country.  
1.2. Why is it Important to Discuss Basic Income? 
Let us briefly sketch several dimensions along which the discussion of the basic income is meaningful. On the most 
abstract level, there are ethical considerations. From the point of view of some of the most important moral 
philosophers of the 20th century like Rawls, Sen, or Nussbaum, fairness demands providing the least well off members 
of the society with the access to the basic goods and satisfaction of their basic needs. The basic income provided to all 
citizens allows us to do such thing without attaching the stigma regularly connected with the social security today as 
argued persuasively e.g. by Raventos (2007). 
As economists, however, we are interested rather in “technocratic” implications the basic income has than in ethical 
ramifications whose discussion is better left to philosophers. In this regard, the basic income seems to offer some 
plausible solutions to the inefficiencies of the present social security system. If designed as a substitute of the present 
convoluted social security rather than its complement, it is easy to administer, it does not require means testing, it does 
not induce people to cheat to get it, which all contributes to much lower bureaucratic costs. Also, a clever basic income 
scheme would allow the poor to escape traps of poverty and unemployment induced by very high marginal rates of 
taxation that effectively occur when they lose their social benefits once they get a paid job. Both economic theory and 
growing body of empirical evidence also suggest the superiority of cash grants, like the basic income, to in-kind 
transfers that are often part of the social security today (in the Czech Republic represented e.g. by supplements for 
housing). 
Another desired effects the proponents of basic income often quote (Raventos 2007; Healy et al. 2012) are for 
instance higher negotiating power of employees (i.e., smaller asymmetry in the employer-employee relationship), 
emancipation of domestic and volunteer work that is not rewarded by the market, and general decrease in inequality. 
The last item, inequality, is for us the decisive context in which we undertake our examination of the basic income. 
An increasing inequality is today a generally accepted fact with several renowned economists, like Piketty (2014) or 
Atkinson (2015) calling for strong measures. In our view, the most probable culprit behind the rising tide of inequality 
is perhaps not any of the usual suspects like globalization, deregulation, or privatization, as much as the technological 
change that threatens to make large numbers of people who do not possess special skills or talents economically 
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obsolete (Brynjolfsson and McAfee 2014; Ford 2015). In the situation of the spreading, fiercely competitive winner-
takes-all markets where the highly skillful, extremely talented and extraordinarily lucky get huge windfalls whereas 
the majority struggles, the basic income may be a tempting possibility that would allow our social and political system 
that is built on strong middle classes and cannot withstand too much polarization to survive. 
1.3. Why the Czech Republic? 
We have chosen the Czech Republic on several grounds independent of our nationality. First, whereas there exist 
the already mentioned cost estimates for other countries like Spain, Italy, Portugal, Finland etc., there are presently no 
quantitative basic income studies available for the Czech Republic. The country itself may be interesting for the basic 
income studies as a case of quite recently transformed post-communist economy with relatively low (although 
increasing) levels of debt and inequality. These may facilitate the prospective adoption of a basic income scheme both 
economically and politically. The country is also representative of the modern welfare state in having a convoluted, 
difficult to understand social security system with more than 20 different types of benefits, high bureaucratic costs and 
multiple inefficiencies which provides suitable grounds for a reform proposal. 
Historically, close to the idea of basic income in the Czech context was a proposal by Vlastimil Tlusty, a “shadow” 
finance minister from the right of political spectrum, to implement a negative tax in 2002. In 2003 he tried to enforce 
a flat social grant replacing gradually all social benefits. In 2006, he proposed to pay monthly income guaranteed by 
the state. Its amount would depend on the number of household members and their total income. This state benefit 
would replace unemployment support, child allowance and benefit of assistance in material need. Old age pensioners 
would receive a flat pension from state budget, presupposing individual private pension insurance. Disability benefits 
would be preserved. According to Tlusty’s proposal, each adult, except for old age pensioners and those who 
systematically avoid work in the long term, would receive €221 monthly, the first child €88.5, the second and third 
€133, the fourth €88.5, the fifth and subsequent €22. Housing and parental allowance, foster care benefits and other 
benefits would be preserved. However, these proposals were never accepted by the voters or other political parties.        
2. Present System versus Basic Income Schemes 
Before we approach the cost evaluation itself, we consider it necessary to briefly characterize the present conditions 
in the Czech Republic. All our descriptions and estimations are based on 2013 data if not explicitly stated otherwise; 
prices originally stated in Czech Crowns (CZK) were calculated in Euro using the current exchange rate 27.11 
CZK/EUR. We will also introduce two basic income schemes, originally proposed for application within Catalonia 
and Ireland, that we consider representative of the broader basic income literature.  
2.1. Social Security in the Czech Republic 
The Czech Republic today has relatively healthy, open economy, although the GDP growth has been rather sluggish 
since 2008. More importantly from the present paper’s perspective, the country has low unemployment (7.7 %), low 
number of people living in poverty (5.8 %) and highly equal distribution of incomes (Gini 0.25). With 10.5 million 
inhabitants the most disturbing demographic trend is, as in other developed countries, rapidly aging population. There 
are presently more than 2.3 million old age pensioners in the Czech Republic (21.9 % of the population), a number 
that is expected to rise sharply in the future raising doubts about the sustainability pensions’ financing. The old age 
pensions already swallow about 65 % of the total social security budget of €17.4 billion (for details see Table 1). 
Because of the key role of this component in the social security spending, let us look on the present system a bit closer.  
The Czech pension system contains two pillars. The first pillar presents the mandatory basic pension insurance 
funded on a running basis (PAYGO). The insurance is universal and compulsory for all economically active 
individuals. An amount of pension insurance depends on individual’s wage or profit in case that individual is an 
entrepreneur. Czech social insurance includes three components: pension insurance, sickness insurance, and public-
employment policy allowance. Employees pay 6.5% of their gross wage for pension insurance, their employers add 
21.5% of employee’s gross wage, 2.3% for sickness insurance and 1.2% for public-employment policy. Entrepreneurs 
pay 29.2% of one half of their last year’s profit for social insurance.  
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The received benefits are partly derived from amounts of insurance paid by all working life and length of period of 
working life. Old age pensions have two parts: basic part (€86.3) and percentage measurement regarding working life. 
More than 99% of the population whose age is higher than the retirement age (i.e., approximately 60-63 years in 2013) 
receive this benefit. 
The second pillar of the system (or, more precisely, the third one, according to the EU terminology) is a voluntary 
complementary pension insurance with state contributions. This part of Czech pension system is capital funded and 
consists on products offered by commercial insurance companies. Contributions granted from this pillar represent only 
a fractional portion of incomes of the retired and do not play any significant role in our analysis. 
An average old age pension stands at €402, or about 55 % of the average net wage (€734). Net median wage is 
somewhat lower, €642, and the minimum wage has been increased to €314 in 2013 and is expected to grow to €339 
in 2016. Average unemployment benefit is €232. (MPSV 2014)  
 
 Table 1. Expenditures on Social Security  
Type of benefits 
Year 
Expenditures (€ millions) 
2012 2013 
Pension insurance benefits 13 750 13 775 
including:      old-age pension 11 032 11 122 
disability pensions 1 699 1 641 
widow/widower pensions 893 889 
orphan pensions 125 123 
Sickness insurance benefits  713 743 
including:      sickness benefits 423 444 
maternity benefits 266 268 
care benefits 25 31 
Unemployment support 322 356 
Care benefits 678 721 
Benefits of assistance in material need 286 388 
Disability benefits 57 70 
State social support benefits 1 262 1 299 
including:      parental allowance 920 898 
child allowance 123 123 
housing allowance 211 273 
birth grant 5 5 
Foster care benefits 46 76 
Total 17 116 17 428 
Adapted from: Czech Ministry of Labor and Social Affairs (http://www.mpsv.cz/files/clanky/17519/TZ_180314a.pdf [accessed 07-08-2015]) 
2.2. Daniel Raventos’ Basic Income Scheme for Catalonia 
Daniel Raventos and his colleagues (Raventos 2007; Arcarons, Raventos, and Torrens 2014) propose 
implementation of basic income in Catalonia conditioned on reforming the current income tax system. The basic 
income scheme proposed by Raventos et al. projects an unconditional basic income paid to every individual that would 
replace any other benefit lower than basic income. At the same time, persons who presently receive higher social 
benefits than the proposed basic income, would be allowed to keep this “surplus” and therefore would receive higher 
basic income grant. From the cost perspective, this condition is especially important with old age pensions as we are 
yet to see. Nevertheless, the proposal to “even up” the basic income or to pay basic pensions somewhat higher than 
basic income is not a specialty of Raventos and represents regular feature of basic income.   
Important are the requirements for the reform, Raventos (2007, p. 167) states: 
1. The reform must be financed through its own means, i.e. no deficit is to be created. 
2. The reform must have a progressive impact on income redistribution. 
3. More than 50% of the population must gain from the reform in terms of the net income. 
4. The reform cannot rely on unsustainable, “too high” tax rates. 
554   Jitka Melzochová and Petr Špecián /  Procedia Economics and Finance  30 ( 2015 )  550 – 557 
While the first three conditions represent a commonly accepted view in the literature, sustainable tax rates in the 
last point is difficult to estimate, using a static micromodel Raventos (2007; 2014) has. The research into the issue of 
changes in labor supply brought about by the prospective basic income reform suggests, however, that the combination 
of basic income and higher flat income tax rates should not have a decisive impact on the labor supply, see Colombino 
and Narazani (2013), or Haigner et al. (2012).  
Raventos (2007) examines the expected costs and distributional impacts of several possible schemes. In the most 
ambitious one, basic income grant is set at minimum wage level, received monthly by every citizen. For Catalonians 
it was €451 per month, €5414 per year in 2007. Minors under 18 years receive the same amount of money as adults. 
Slight modifications of this scheme count with 50 % and 33 % for the minors respectively. 
The estimate shows that a scheme with the basic income grant equal to contemporary minimum wage for adult and 
50 % of minimum wage for minors could be financed using a flat income tax rate of 49.9 % together with abolishment 
of all tax deductions. This scheme would bring reduction in inequality (Gini coefficient decreases from 0.409 to 0.38) 
and net income for almost 80 % of population.  
Raventos (2007) also examines two less ambitious schemes. In the first one counts with 50 % of minimum wage 
for adults (€2707 per year) and half that much for minors (€1353.3 per year). The required flat income tax rate is 29.67 
%. Even this scheme would make 70.7% of population better off with decreased inequality. The second conservative 
proposal establishes that were the current Catalonian social security system redesigned as a basic income system 
keeping the expenditures at the 2007 level, it would be possible to provide each adult with €2132 annually and the 
minors with €1066. 
2.3. Healy’s Basic Income Scheme for Ireland 
A proposal of implementation of the basic income in Ireland has been designed by Healy et al. (2012). It 
recommends to integrate the current tax and social welfare system. Tax credit and most social benefits would be 
cancelled, substituted by the basic income. In addition the Financial Transaction Tax could be prospectively introduced 
and current consumption tax rate increased to finance the basic income. Another possibility is to fund the basic income 
by a tax levied on carbon emissions from fuel and waste production, according to the authors. 
As to the particular basic income scheme, according to Healy et al. (2012) the basic income grant for children is on 
level of current child benefit (€140 for the first and second child, €148 for the third one and €160 for fourth and 
subsequent child per month), young adults aged 18-20 would receive €100 per week and their payments could be 
conditional on participation in education or paid employment. Adults in working age (21-64) would receive €188 per 
week which responds to current unemployment benefit and replaces social welfare payments and tax credits. All 
income earned through employment would be taxed by a flat rate. Senior citizens would receive a somewhat higher 
grant – those aged 65-79 would receive €230.3, aged 80 and older €240.3. Irish social welfare system and tax 
framework valid in 2012 would fund proposed a basic income payments above mentioned on condition that 
administrative savings would be achieved and a flat rate income tax rate of 45% on all personal income would be 
established. 
3. Cost Estimate of the Basic Income Schemes in the Conditions of the Czech Republic 
The details of the particular basic income scheme for the Czech Republic are, of course, crucial. The basic income 
scheme could find itself between two extremes: These are, on the one hand, completely dissolving all the public 
support not only on public security but also on health insurance and supplant all this with basic income. This alternative 
is discussed e.g. by the libertarians in the American Cato Institute (see Zwolinski (2014) and the following discussion). 
On the other hand, one could also just add basic income as an additional measure complementing the existing system. 
Whereas the first extreme would represent the most financially feasible basic income scheme, disregarding its 
problematic social desirability, the second extreme would require much stronger redistribution and huge additional 
government expenditures to implement. As far as we can see, nobody seriously argues for a “basic-income-purely-as-
a-complement” scheme. We will thus omit it from our discussion and present some very basic estimates for the 
schemes based on the ones introduced in the previous chapter plus the extreme “basic-income-to-substitute-
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everything” alternative which will be used as a “low-cost benchmark”. All the schemes will be adapted to the specific 
context of the Czech Republic. All the estimates will be carried out in a ceteris paribus fashion. 
3.1. Basic Income to Substitute Everything 
Using “basic-income-to-substitute-everything” (BISE) as a simplest possible measure that would provide a crude 
benchmark of financial feasibility, we will calculate cost for two basic mutations of it. The first one (BISE-1) will use 
a uniform attribution of the same monthly cash grant to every citizen of the Czech Republic, regardless of his or her 
age. The second one (BISE-2) will reflect the dependent status of children younger than 15 years and provide them 
with 50 % of the adult person’s basic income (i.e. everybody over 15 is considered to receive full basic income, there 
is no “basic pension” that would differ). 
In 2013 the structure of the Czech population was the following one: 10.51 million inhabitants in total, 1.58 million 
(15 %) younger than 15 years and 2.32 million old age pensioners (21.9 %). The cost of BISE scheme is determined 
by the height of the basic income grant, of course. With respect to the basic income schemes proposed in the existing 
literature, the likely candidates are the living wage (or, closer to the original Czech terminology, the “living minimum”) 
established at 3 410 CZK (€126) for an individual person (since 2012), the minimum wage set at 8 500 CZK (€314), 
or the poverty threshold, calculated as 60 % of the net median wage, 10 450 CZK (€386). Therefore, let us for now 
operate with the prospective height of the basic income of €126, €314 and €386.  
We need to compare the figures above with the present costs of social security and health insurance. As part 2 of 
this paper has shown, the social security costs on the order of €17.4 bln yearly. With the extreme case in basic income 
incorporated in BISE all these costs would disappear together with the costs of public health insurance and public 
education. The public expenditures on health represent €9.07 bln and public education expenditures of about €5.09 
bln. In total, BISE schemes would allow yearly savings of €31.58 bln. Table 2 shows the expected costs of BISE-1 
and BISE-2 schemes and their comparison to the costs of the present system. 
 
 Table 2. Basic Income to Substitute Everything (BISE) 
Scheme Monthly cash grant (€) 
 
Adults / minors 
Yearly expenditures  
(€ billion) 
Cost comparison 
(BI scheme as % of 
present expenditures) 
BISE-1 126 / 126 15.88 50 
 314 / 314 39.6 125 
 386 / 386 48.7 154 
BISE-2 126 / 63 15.05 48 
 314 / 157 36.6 116 
 386 / 193 45.0 143 
 
It is obvious, that even an extremely economical version of the basic income, as it is represented above by BISE, 
would require substantial increase in tax revenue to support its financing in all but the lowest offered version. Even 
the highest level of BISE, €386, would still bring about a substantial decrease in income of many pensioners, as the 
average pension stands at €402, and would require the people to carry the costs of private health insurance. Both these 
facts deteriorate its political feasibility towards zero. Nevertheless, this benchmark will be useful when comparing the 
minimalistic scheme with Raventos’ and Healy’s proposals.  
For the remaining part of the chapter, we abandon the libertarian idea of supplementing virtually all policies with 
redistributive impact in order to substitute them with a uniform basic income scheme. We will assume that public 
expenditures on both medical and schooling purposes will remain in place and the basic income will bring about 
savings corresponding with the expenditures on the present social security as described in Table 1, i.e. about €17.4 
billion a year. 
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3.2. The Catalonian Scheme for the Czech Republic 
If we want to keep in line with Raventos’ most ambitious scheme, Raventos-1, it means paying a basic income 
corresponding to minimum wage, €314, to every adult (15+) citizen, and 100 %, 50 %, or 33 % of the same amount 
to all minors. It also requires not decreasing the income of pensioners below the amount received with the present 
social security. We used a figure for the average pension, €402, to establish how much more would this “basic pension” 
require over the standard set by the basic income. As Table 3 below illustrates that the ambitious scheme would require 
€2.42 on each €1 saved by abolishing the present social security system – its price would be €42.15 billion. Even with 
lower basic income for minors to 50 % or 33 % of the adults’ basic income, the scheme remains extremely expensive 
compared to the existing ones with 225 % and 219 % of the present social security’s costs respectively. 
More conservative program, Raventos-2, would only provide the citizens with half of the minimum wage, minors 
would again receive 100 %, 50 %, or 33 % of the adults’ basic income. In order to keep with Raventos’ general 
guidelines, we will preserve the pensions at the prior level exceeding the basic income. It must be noted, however, that 
an effort to fully avoid reducing social security benefits to some groups of people, like the unemployed, would require 
a larger sum of money than we project in our simple framework. Even with this underestimation, Raventos-2 would 
cost 153 %, 145 % and 142 % of the present expenditures respectively as Table 3 illustrates. 
 
Table 3. The Catalonian Scheme 
Scheme Monthly cash grant (€) 
 
Pensioners / adults / minors 
Yearly expenditures 
(€ billion) 
Cost Comparison 
(BI scheme as % of present 
expenditures) 
Raventos-1 402 / 314 / 314 42.15 242 
 402 / 314 / 157 39.15 225 
 402 / 314 / 104 38.16 219 
Raventos-2 402 / 157 / 157 26.7 153 
 402 / 157 / 78 25.2 145 
 402 / 157 / 52 24.7 142 
 
 
To complete the picture, we also tried to establish how high the basic income would be if we wanted to keep the 
expenditures on the level of the present social security. Without decreasing the old age pensions that already swallow 
almost two thirds of the social security budget, every adult could receive just about €74 a month with €37 for minors. 
Dissolving also the pensions evenly among the population would allow us to pay €155 to all adults, and half that much 
to minors. 
3.3. The Irish Scheme for the Czech Republic 
For the purpose of calculating the costs of application of Healy’s scheme in the conditions of the Czech Republic 
we have used the living wage (“living minimum”) for children between 6-15 years according to the present Czech 
legislature to represent the basic income for minors, €79. Healy’s “study bonus” for people between 18-20 years old 
has been omitted. The adults would receive a sum corresponding with the average unemployment benefits, €232. The 
average pension has been used again as a “basic pension” to estimate the costs. Under these assumptions the Healy 
proposal costs 1.79 times as much as the present social security putting it somewhere between Raventos’ two schemes. 
 
Table 4. The Irish Scheme 
Scheme Monthly Cash Grant (€) 
 
Pensioners/ adults / minors 
Yearly Expenditures 
(€ billion) 
Cost Comparison 
(BI scheme as % of present 
expenditures) 
Healy 402 / 232 / 79 31.2 179 
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4. Concluding Remarks 
Based on some existing basic income schemes the present paper provided an elementary cost estimate of basic 
income guarantee for the Czech Republic. For informed policy-making much more detailed analysis is required, of 
course. First step would be a static analysis of distributional impacts of the proposed basic income schemes and 
examination of the possible sources of its financing. Decisive, however, would be a more dynamic view that is also 
able to predict the changes in labor supply and behavioral response to the efforts to finance a basic income scheme 
through increased income or consumption taxes. Both of these steps are yet to be taken. Nevertheless, we hope that 
our preliminary examination sheds some light on the basic aspects of the problem. 
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